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The  Military  Picture 

BY  VERA  MICHELES  DEAN 

THE  invasion  of  the  Republic  of  South  Korea  by 
North  Korean  forces  on  June  25  and  the  prompt 
decision  of  the  United  Nations  Security  Council 
the  same  day  to  take  collective  measures  against 
this  act  of  aggression  aroused  fresh  concern  in 
Western  Europe  about  the  need  for  increased 
military  preparedness  and  the  economic  and  so¬ 
cial  problems  such  preparednes  might  create.  The 
immediate  reaction  of  Europeans  to  President 
Truman’s  announcement  on  June  26  that  the 
United  States,  on  behalf  of  the  United  Nations, 
would  send  aid  to  the  South  Koreans  was  satis¬ 
faction  over  this  country’s  willingness  to  imple¬ 
ment  with  armed  force  its  policy  of  containing 
Russia  and  communism  —  this  time  within  the 
framework  of  the  United  Nations. 

EUROPE’S  REACTION  TO  KOREA 

Then,  as  it  became  clear  that  the  Korean  con¬ 
flict  might  prove  long  and  arduous,  many  new 
questions  began  to  be  asked  in  Europe.  Would 
preoccupation  with  Asia  divert  American  atten¬ 
tion  from  the  as  yet  barely  sketched  defense  of 
Europe?  Would  armaments  the  United  States  had 
promised  its  Atlantic  pact  partners  under  the  Mu¬ 
tual  Defense  Assistance  agreements  of  1949  be 
sent  instead  to  Korea  and  other  areas  of  Asia 
threatened  by  Communist  military  operations? 
Would  the  U.S.S.R.,  which  had  not  committed  its 
armed  forces  in  Asia,  seize  this  opportunity,  while 
the  United  States  was  occupied  elsewhere,  to  assert 
its  power  in  Western  Europe?  If  it  did,  what  de¬ 
fenses  would  Europe  have  against  armed  assault 
by  Russia?  If  Europe  concentrated  its  manpower 
and  material  resources  on  rearmament,  would  it 
have  to  reduce  living  standards  so  sharply  as  to 
arouse  popular  unrest,  thereby  encouraging  Com¬ 
munist  agitation?  And  what  if  the  U.S.S.R.,  con¬ 
trary  to  the  expectations  of  some,  avoided  general 


war,  encouraging,  instead,  a  series  of  local  civil 
clashes  ?  Would  large-scale  rearmament,  under  such 
circumstances,  prove  an  asset  or  a  liability? 

In  the  course  of  a  House  of  Commons  debate  on 
Britain’s  military  preparedness,  Winston  Churchill 
on  July  27  grimly  stated  that  the  “prepara¬ 
tions  of  the  Western  European  Union  to  defend 
itself  certainly  stand  on  a  far  lower  level  than 
those  of  the  South  Koreans,”  and  that  Britain 
faced  a  military  threat  from  the  Soviet  Union  more 
menacing  than  that  of  Nazi  Germany.  He  re¬ 
minded  the  House  that,  in  contrast  to  the  80 
divisions  the  U.S.S.R.  is  believed  capable  of  plac¬ 
ing  in  Europe,  the  Atlantic  pact  nations  had  only 
12,  with  but  2  Western  European  armored  di¬ 
visions  to  match  the  25  to  30  armored  divisions  at 
Moscow’s  disposal.  Needless  to  say,  these  com¬ 
parative  figures  had  long  been  familiar  to  the  po¬ 
litical  and  military  leaders  of  the  United  States 
and  Western  Europe  and  had  been  widely  dis¬ 
cussed  in  the  press  on  both  sides  of  the  Atlantic. 
Until  September  1949,  however,  when  it  became 
known  that  an  atomic  explosion  had  occurred  in 
the  U.S.S.R.,  Washington,  in  its  plans  for  the  de¬ 
fense  of  Western  Europe  against  a  possible  Russian 
attack,  had  relied  chiefly  on  the  monopoly  of  the 
atomic  bomb  which  the  United  States,  together 
with  Britain  and  Canada,  had  enjoyed  since  Hiro¬ 
shima.  Mr.  Churchill,  too,  had  placed  great  con¬ 
fidence  in  the  bomb,  repeatedly  asserting  that  this 
new  weapon  had  deterred  Russia  from  attacking 
Western  Europe. 

WHAT  KIND  OF  DEFENSE? 

When  the  West’s  atomic  bomb  monopoly  was 
broken  in  September  1949,  it  began  to  be  increas¬ 
ingly  realized  that  more  elaborate  defense  meas¬ 
ures  would  have  to  be  undertaken  for  the  protec¬ 
tion  of  the  Atlantic  pact  countries.  Both  in  the 
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United  States  and  in  Western  Europe,  however, 
there  was  great  reluctance  to  face  the  harsh  reality, 
often  stressed  by  independent  observers,  that  the 
nations  of  the  West  would  need  to  raise  and  equip 
between  30  and  40  divisions  for  service  on  the  con¬ 
tinent  if  Western  Europe  was  to  be  given  adequate 
protection.  As  late  as  May  1950  the  foreign  min¬ 
isters  of  the  12  Atlantic  pact  countries  at  the  North 
.\tlantic  Council  meeting  in  London,  following  a 
meeting  of  defense  ministers  at  The  Hague,  were 
still  discussing  ways  and  means  of  integrating  the 
military  efforts  of  their  respective  nations  and  of 
attaining  this  objective  without  undue  reduction 
of  efforts  for  economic  and  social  recovery. 

At  that  time  the  foreign  ministers,  under  the 
leadership  of  Secretary  of  State  Dean  Acheson, 
agreed  that  adequate  defense  could  be  achieved 
only  by  “the  most  economical 
and  effective  utilization”  of 
the  Atlantic  pact  forces  avail¬ 
able.  They  consequently  de¬ 
cided  to  urge  their  govern¬ 
ments  to  concentrate  on  the 
concept  of  “balanced  collective 
forces”  under  which  each 
country  would  undertake  the 
primary  defense  function  most 
suited  to  its  resources  and  re¬ 
frain  from  performing  tasks 
which  could  be  done  better  by 
other  members.’  In  essence,  as 
General  Omar  N.  Bradley 
had  already  recognized  in  an 
address  at  Chicago  on  April 
14,  on  the  eve  of  the  London 
conference,  this  meant  that 
each  of  the  Atlantic  pact  na-  . 
tions  would  have  to  delegate 
some  of  its  national  sovereignty.  Yet  the  1951 
United  States  appropriation  bill  paid  no  heed  to  the 
new  concept  of  “balanced  collective  forces”  and 
continued  the  existing  system  of  a  balanced  national 
force.  A  similar  emphasis  on  national,  as  contrasted 
with  collective,  plans  for  defense  dominated  discus¬ 
sions  and  actions  in  Western  European  nations. 

Meanwhile,  the  realization  that  the  atomic  bomb 
in  the  hands  of  the  United  States  would  not  offer 
the  anticipated  protection  against  Russian  attack 
and  the  growing  fear  in  Europe  that,  in  any  case, 
atomic  warfare  would  spell  the  end  of  European 
civilization,  proved  a  deterrent,  rather  than  a 
goad,  to  rearmament  efforts  by  the  Atlantic  pact 

I.  See  Jane  Perry  Clark  Carey,  “Western  European  Union  and 
the  Atlantic  Community,”  Foreign  Policy  Reports,  Vol.  XXVI, 
Mo.  7  (June  15,  1950),  p.  75. 


cf)untrics.  In  a  struggle  seemingly  so  unequal, 
some  European  asked,  what  was  the  use  of  fighting 
at  all.^  Would  it  not  be  better  to  adopt  a  position 
of  neutrality  and,  if  the  worst  came  to  the  worst, 
let  the  two  superpowers  fight  it  out  between  them¬ 
selves,  preferably  outside  Europe  ?  This  “neutralist” 
sentiment  was  particularly  strong  in  France,  which 
in  the  “collective  force”  plans  was  expected  to 
furnish  the  bulk  of  the  ground  troops,  taking  the 
brunt  of  the  initial  Russian  attack.  But  it  was  also 
widely  prevalent  in  Germany,  where  Western  sug¬ 
gestions  that  the  Germans  should  participate  in 
the  defense  of  Europe  were  greeted  either  with 
firm  declarations  of  unwillingness  to  fight  again 
or  with  cynical  suggestions  that  German  partici¬ 
pation  in  military  preparedness  should  be  used  as 
a  bargaining  point  in  obtaining  the  defeated  coun¬ 
try’s  restoration  to  independ¬ 
ent  status. 

The  Communists  at  first 
looked  askance  at  “neutralist” 
tendencies,  having  no  desire 
to  see  Europe  “neutral”  to¬ 
ward  theU.S.S.R.  Subsequent¬ 
ly,  however,  taking  advantage 
of  Europe’s  reluctance  to  face 
another  war  so  soon  after  a 
grueling  six-year  conflict,  the 
Kremlin  with  the  aid  of  Com¬ 
munist  parties  launched  the 
“Stockholm”  peace  campaign 
through  a  petition  demanding 
a  pledge  by  all  nations  not  to 
use  the  atomic  bomb  and  to 
destroy  existing  atomic  bomb 
stockpiles.  Since  the  United 
States  had  repeatedly  declared 
its  confidence  in  the  atomic 
bomb  as  the  “absolute  weapon”  and  had  relied  on 
it  heavily  not  only  for  its  own  protection  but  also 
for  that  of  Western  Europe,  the  Stockholm  petition, 
which  received  millions  of  signatures,  was  obvi¬ 
ously  aimed  at  depriving  this  country  of  the  only 
important  weapon  in  which  it  was  known  to  have 
an  overwhelming  advantage  over  the  U.S.S.R., 
while  leaving  untouched  the  question  of  land 
forces  and  armaments,  in  which  Russia,  as  Mr. 
Churchill  has  pointed  out,  enjoys  undisputed 
superiority. 

To  counteract  the  feeling  of  defeatism  which 
had  appeared  on  the  continent,  especially  in 
France,  following  The  Hague  and  London  con¬ 
ferences,  American  commentators  published  a 
number  of  inspired  stories  listing  new  weapons 
which  were  reported  capable  of  redressing  the 


Although  American  attention  re¬ 
mains  focused  on  Korea,  Secre¬ 
tary  of  State  Dean  Acheson  has 
recently  reiterated  the  view  that 
“we  must  put  our  major  effort  at 
the  present  moment  into  creating 
strong  North  Atlantic  defense 
forces.”  This  problem  is  not  one 
merely  of  armaments  and  finances, 
but  also  of  morale,  especially 
among  European  peoples  not  yet 
fully  recovered  from  the  effects  of 
World  War  II.  The  Research 
Staff  of  the  Foreign  Policy  Associ-  i 
ation  has  assembled  in  this  Report 
the  most  up-to-date  information 
available  on  the  military  and  eco¬ 
nomic  strength  of  Western  Europe. 
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THE  MILITARY  PICTURE 


military  balance  in  favor  of  the  United  States,  and 
hence  of  Western  Europe,  against  the  U.S.S.R. 
The  persuasiveness  of  these  reports,  however,  was 
greatly  diminished  when  it  was  pointed  out  by 
other  American  journalists,  notably  James  Reston, 
diplomatic  correspondent  of  The  New  Yorl(  Times, 
that  most  of  the  weapons  listed  were  still  in  the 
blueprint  or  prototype  production  stage  and  could 
have  no  immediate  effect  on  military  prospects 
for  the  defense  of  Western  Europe.  Even  more 
disturbing,  from  the  point  of  view  of  the  North 
Atlantic  pact  nations,  was  the  revelation  during 
the  Korean  war  that  the  atomic  bomb — quite  aside 
from  moral  considerations — would  not  prove  of 
use  in  Korea;  that  even  ordinary  bombing  from 
the  air,  although  destructive,  did  not  prove  de¬ 
cisive  in  checking  ground  operations;  and  that 
land  forces,  equipped  with  adequate  land  arma¬ 
ments,  remained  essential  to  military  success. 

Under  the  impact  of  the  Korean  experience  the 
Atlantic  pact  countries  for  the  first  time  looked 
squarely  at  the  problem  of  providing  the  Western 
coalition  with  ground  troops  adequate  to  resist 
an  initial  assault  by  Russian  forces.  Late  in  July,  in 
London,  at  the  first  meeting  of  the  North  At¬ 
lantic  Council  of  Deputies  established  by  the  North 
Atlantic  Council  of  Foreign  Ministers  at  its  May 
meeting,  the  deputies,  under  the  permanent  chair¬ 
manship  of  Charles  M.  Spofford  of  the  United 
States,  considered  the  additional  contributions  their 
nations  could  make  to  the  collective  defense  of 
Europe.  This  problem  was  also  discussed  in  the 
parliaments  of  several  of  the  Atlantic  nations,  as 
well  as  at  the  August  meeting  of  the  Council  of 
Europe  Assembly  in  Strasbourg. 

PLANS  AND  ACTUALITIES 

What  have  been  the  results  of  these  discussions 
at  various  levels  —  national,  regional  and  trans- 
Atlantic?  The  most  recent  information  available 
is  found  in  the  statements  made  by  seven  of  Eu¬ 
rope’s  Atlantic  pact  nations^  in  August  in  response 
to  a  request  by  the  United  States  for  prompt  indi¬ 
cation  of  what  additional  contributions  they  might 
make  to  North  Atlantic  defenses.  In  analyzing 
this  information  it  is  essential  to  distinguish  be¬ 
tween  military  preparations  already  in  being  and 
those  which  are  still  at  the  planning  stage — be¬ 
tween  the  actual  as  contrasted  with  the  potential. 
Since  no  “balanced  collective  force”  has  yet  been 
created,  or  even  developed  in  skeleton  form,  the 
only  practicable  way  of  estimating  the  military 
assets  of  the  Atlantic  partners  in  Europe  is  to  ex- 

2.  Neal  Stanford,  “Free  World  Spurs  Drive  for  Defense,” 
Christian  Science  Monitor,  August  8,  1950. 


amine  the  resources  of  the  individual  nations,  ac¬ 
tual  and  potential.  Of  these  nations,  two  are  out¬ 
standing — Britain  because  of  its  naval  and  air 
strength  and  France  because  of  its  contribution  in 
ground  forces. 

Britain’s  three-year  program 

In  a  defense  memorandum  submitted  to  the 
United  States  on  August  3,^  the  British  govern¬ 
ment  stated  that  before  the  Korean  war  it  was 
spending  on  defense  million  ($2,184  naiHion) 
a  year.  This  expenditure  amounted  to  one-fifth  of 
the  county’s  tax  revenue,  was  the  largest  item  in 
the  British  budget  and,  in  the  opinion  of  the 
British,  was  proportionately  greater  than  the  mili¬ 
tary  allocation  of  any  of  the  12  Atlantic  pact  i 
powers.  After  the  Korean  invasion  the  govern¬ 
ment  decided  to  spend  an  additional  /lOO  million 
on  arms  and  equipment,  thereby  increasing  de-  I 
fense  expenditures  to  a  total  of  ;(^3,400  million 
over  the  next  three  years,  or  an  average  of  ;^i,ioo  i 
million  a  year.  According  to  the  memorandum,  this  f 
means  that  Britain,  during  a  three-year  period,  | 
will  increase  its  total  defense  expenditure  from  I 
nearly  8  per  cent  of  its  national  income  to  10  per  | 
cent.  I 

Britain,  since  1945,  has  trained  one  million  young 
men  under  a  system  of  conscription  requiring 
18  months  of  service.  Moreover,  since  the  begin¬ 
ning  of  1949,  Britain  has  had  compulsory  reserve 
service  in  territorial  and  other  auxiliary  forma¬ 
tions  for  a  period  of  four  years.  The  British 
government  estimates  that,  in  addition  to  the 
“substantial  and  steadily  increasing  reserve  of 
young  trained  manpower”  and  the  regular  army 
reserves,  it  has  over  four  million  older  men  who 
received  military  training  in  World  War  II. 

On  the  eve  of  the  Korean  war  Britain  had  ap¬ 
proximately  718,000  men  in  uniform.  Of  these  ! 
370,000  were  in  the  Army,  which  was  composed 
half  of  regular  army  personnel  and  half  of  con¬ 
scripts.  Of  Britain’s  ground  forces,  seven-eighths 
were  then  serving  overseas,  as  occupation  troops  in 
Germany,  and  in  Malaya,  Hong  Kong  and  the 
Middle  East.  The  Royal  Navy,  although  many  of 
its  units  were  at  that  time  in  moth  balls,  is  second 
in  tonnage  only  to  the  Navy  of  the  United  States.'^ 
For  several  years  highly  important  research  had 
been  conducted  to  increase  the  efficiency  of  its  air¬ 
craft  carriers,  and  it  was  recently  announced  that 

3.  For  text  see  New  Yorf^  Times,  August  4,  1950.  For  an 
analysis  of  the  problems  of  British  defense  see  British  Security 
(London  and  New  York,  Royal  Institute  of  International  Af¬ 
fairs,  1946). 

4.  “British  Defenses:  An  Assessment,”  British  Information 
Services  (New  York),  press  release  P.  5829. 
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carrier-based  jet  fighters  would  soon  be  in  regular 
service.  Major  advances  had  also  been  reported  in 
antisubmarine  defense  and  counterattack.  In  the 
air,  Britain  claimed  to  have  maintained  technical 
leadership.  Although  the  manpower  of  the  Royal 
Air  Force  had  been  reduced,  its  fighting  strength 
had  been  increased,  and  provision  had  been  made 
to  double  its  jet  fighter  strength  in  the  coming 
year  and  to  increase  considerably  the  striking  pow¬ 
er  of  the  bomber  command.  The  R.A.F.  had  been 
supplemented  by  American  air  squadrons  stationed 
in  Britain  and  has  received  B-29’s  under  the  Mutual 
Defense  arms  pact.  Meanwhile  Britain,  as  its  con¬ 
tribution  to  Western  European  defense,  had  been 
supplying  its  Atlantic  partners  with  jet  fighters 
and  jet  and  turbo-jet  engines  and  had  been  help¬ 
ing  to  improve  the  radar  systems  on  the  continent. 
It  had  also  transferred  to  its  allies  “large  supplies 
of  armaments  and  an  impressive  number  of 
warships.”’ 

In  its  August  3  memorandum  the  British  gov¬ 
ernment  declared  that  the  program  of  additional 
military  measures  it  was  undertaking  “is  the  larg¬ 
est  program  practicable  within  the  period  en¬ 
visaged  and  without  restoring  the  direction  of 
labor,  the  requisitioning  of  factories,  or  embarking 
on  the  slow  progress  of  building  and  equipping 
new  industrial  capacity  which  could  not  have 
rapid  results.”  Nor  would  a  larger  defense  pro¬ 
gram  be  “consistent  with  the  view  expressed  by 
the  United  States  that  ‘the  continuance  of  eco¬ 
nomic  recovery  in  the  near  future — though  pos¬ 
sibly  at  a  less  rapid  rate  than  heretofore — will  be 
essential,  not  only  to  the  attainment  of  the  broad 
objective  but  to  the  attainment  of  the  immediate 
objective  of  greater  military  strength.’  ” 

Although  the  new  British  program  stressed  an 
increase  in  the  production  of  defense  equipment 
rather  than  an  increase  in  manpower,  a  demand 
was  immediately  made  that  additional  manpower 
should  now  be  sought  through  various  measures. 
In  response  to  this  demand.  Prime  Minister 
Clement  R.  Attlee  announced  in  a  radio  address 
on  August  30  that  the  conscription  period  would 
be  extended  from  eighteen  months  to  two  years, 
and  substantial  pay  increases  would  be  granted  to 
encourage  enlistments.  The  draft  extension,  which 
became  effective  October  i,  will  add  77,000  trained 
men  to  the  forces  in  the  next  six  months. 

In  outlining  its  military  plans  for  the  next 
three  years  the  British  government  unequivocally 
stated  that  “how  far  it  will  be  possible  to  go  to¬ 
ward  the  new  and  upper  limit  will  depend  on  the 
amount  of  United  States  assistance  forthcoming,” 
5.  Ibid. 


which  would  be  in  addition  to  the  resources  sup¬ 
plied  under  the  European  Recovery  Program. 
While  a  large  part  of  the  requested  American  as¬ 
sistance  would  be  required  to  pay  for  materials, 
machine  tools  and  other  items  from  the  United 
States,  “in  the  circumstances  it  is  essential  that  the 
remainder  should  be  dollars  which  can  be  used  in 
any  part  of  the  world.” 

Recognizing  the  need  to  build  up  Atlantic  de¬ 
fenses  on  a  coordinated  basis,  Britain  offered  to 
transfer  free  of  charge  items  of  British  equipment 
supplied  to  Atlantic  pact  countries  under  agreed 
plans  for  balanced  collective  defense,  and  sug¬ 
gested  that  “this  arrangement  might  well  be  of 
reciprocal  application.” 

France’s  three-year  program 

France,  too,  outlined  a  new  three-year  program 
in  a  memorandum  submitted  to  the  United  States 
on  August  7.^  In  this  memorandum  the  French 
government  stated  that  it  had  not  ceased  to 
increase  its  military  expenditures  in  the  past  few 
years,  the  figure  for  1950  being  estimated  at  close 
to  500  billion  francs,  representing  8.2  per  cent  of 
the  national  income.  After  the  invasion  of  Korea 
the  French  government  decided  to  make  an  ad¬ 
ditional  expenditure  of  at  least  80  billion  francs  in 
the  budget  year  beginning  January  i,  1951.  This 
represents  a  new  increase  of  approximately  18  per 
cent  with  relation  to  the  original  figure  for  the 
1950  budget. 

At  present  France  maintains,  on  a  universal 
conscription  basis  of  one-year  service,  military 
forces  which,  including  army,  navy,  air  and 
gendarmerie,  total  659,000  men.  Of  these  forces, 
as  the  French  government  pointedly  stated  in  its 
memorandum,  150,000  are  engaged  in  operations 
in  Indo-China,  “where  France  alone,  for  several 
years,  has  assured  the  protection  of  a  part  of 
Southeast  Asia,  in  the  common  interest.”  Under 
the  new  program  France,  over  a  three-year  period, 
plans  to  add  to  the  five  divisions  it  now  has  in 
Europe  fifteen  completely  new  divisions.  Although 
this  was  not  stated  in  the  memorandum,  the  pos¬ 
sibility  of  extending  the  conscription  period  from 
one  to  two  years  has  since  been  discussed  in  Paris. 
France  also  plans  to  modernize  and  re-equip  exist¬ 
ing  divisions.  The  sum  to  be  spent  on  the  arma¬ 
ment,  equipment  and  maintenance  of  newly  cre¬ 
ated  forces  is  estimated  at  two  trillion  francs 
($5,714,300,000).  This  figure  includes  the  value 
of  arms  and  equipment  expected  from  the  United 
States  under  the  Military  Aid  Program,  as  well 
as  expenditures  for  the  manufacture  of  indis- 

f).  For  text  sec  'Xew  Yor\  Times,  .August  8,  1950. 
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pensable  materiel  in  France  and  in  other  Atlantic 
pact  countries. 

Like  Britain,  France  emphasizes  in  its  memoran¬ 
dum  that  the  proposed  rearmament  program  “de¬ 
pends  on  the  aid  mutually  loaned  among  the  sig¬ 
natory  states  of  the  Atlantic  pact  and,  in  particular, 
on  that  aid  which  will  come  from  the  United 
States.”  Stressing  France’s  wartime  devastation, 
not  as  yet  entirely  repaired,  and  its  serious  inter¬ 
national  trade  problems,  the  French  government 
declares  that,  among  various  measures  of  assistance, 
the  United  States  and  Britain  must  participate  in 
the  common  ground  defense  of  Europe  by  station¬ 
ing  “a  sufficient”  number  of  divisions  on  the  con¬ 
tinent,  presumably  in  Western  Germany.  Subse¬ 
quently  the  French  indicated  that  five  American 
and  five  British  divisions  would  be  required.  This 
proposal  reflects  France’s  conviction  that  Europe 
should  be  initially  defended  right  on  the  continent, 
instead  of  waiting,  as  in  World  War  II,  for  its  lib¬ 
eration  by  the  United  States  and  Britain  follow¬ 
ing  conquest.  If  there  is  one  point  on  which  the 
French  agree,  it  is  in  their  refusal  to  be  “liberated” 
a  second  time.  On  the  recommendation  of  the 
Joint  Chiefs  of  Staff  concurred  in  by  the  Secre¬ 
taries  of  State  and  Defense,  President  Truman  on 
September  9  approved  “substantial  increases”  in 
the  strength  of  United  States  forces  in  Western 
Europe.  He  added,  however,  that  “a  basic  element 
in  the  implementation  of  this  decision  is  the  de¬ 
gree  to  which  our  friends  match  our  actions  in  this 
regard.” 

The  French  government  also  placed  great  em¬ 
phasis  in  its  memorandum  on  the  need  of  conceiv¬ 
ing  the  new  defense  effort  undertaken  after  the 
Korean  war  “as  a  collective  enterprise  of  the  At¬ 
lantic  nations  and  not  as  an  addition  or  a  juxtapo¬ 
sition  of  national  efforts.”  It  therefore  recom¬ 
mended  the  creation  of  “central  organs  of  con¬ 
ception  and  direction,  in  both  political  and  eco¬ 
nomic  domains,”  a  unified  command,  and  a  system 
for  pooling  the  financial  resources  contributed  by 
each  of  the  participating  countries  to  the  needs 
of  defense.  What  the  French  mean  by  an  inter¬ 
national  pool  to  finance  Europe’s  rearmament  ef¬ 
fort  was  set  forth  in  a  supplementary  note  deliv¬ 
ered  to  the  Atlantic  pact  countries  on  August  16.^ 
This  note,  it  is  reported,  advocates  the  issuance  of 
internationally  guaranteed  bonds  redeemable  in 
dollars,  pounds  sterling  or  francs,  in  accordance 
with  the  preference  eif  the  bearer.  Paris  hopes  in 
this  way  to  attract  much  capital  in  Europe  which 
otherwise  might  not  respond. 

7.  Xew  York,  Times,  Aujjust  16,  1950. 
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Of  the  other  Atlantic  pact  countries,  Belgium 
on  August  8  announced  a  41  per  cent  increase 
in  its  military  expenditures  for  the  period  ending 
in  1951  by  allocating  5  billion  francs  ($100  million) 
as  an  addition  to  a  defense  expenditure  of  8,500 
million  francs.  Denmark  on  August  5  stated  that 
it  would  spend  400  million  kroner  (about  $57  mil¬ 
lion)  on  rearmament  and  civil  defense  in  the  next 
two  years.  Defense  outlays  will  thereby  be  in-  i 
creased  to  29.1  per  cent  of  the  national  budget  for 
this  year,  or  3.6  per  cent  of  the  national  income.  I 
The  program  is  designed  to  arm  the  100,000  men  r 
trained  for  the  army  since  1945  with  modern  | 
American  arms,  and  to  provide  antiaircraft,  ar-  L 
tillery  and  radar  equipment  for  the  air  force.  Italy,  I 
whose  army  is  limited  by  tbe  peace  treaty  to  250,-  I 
000  (including  carabinieri),  is  not  expected  to 
provide  an  armed  force,  but  production  orders  re¬ 
quired  by  other  Atlantic  pact  countries  would  [ 
probably  be  placed  in  its  factories  provided  the  [ 
necessary  raw  materials  can  be  supplied,  largely  I 
by  tbe  United  States.  | 

According  to  available  estimates,  Europe  today 
has  12  divisions,  of  which  5  are  French.  At  the 
end  of  a  three-year  period,  if  France  can  carry  out 
its  proposed  program,  there  would  be  twenty 
French  divisions;  Britain  has  promised  three;  Bel¬ 
gium,  three;  the  Netherlands,  three.  These  pledges, 
if  carried  out,  would  make  a  Western  European 
total  of  30  divisions,  leaving  an  indeterminate  num¬ 
ber  of  divisions  to  be  provided  from  other  sources, 
depending  on  one’s  estimate  of  Europe’s  minimum 
defense  needs  in  ground  forces,  which  have  been 
variously  described  at  from  35  to  60.  These  addi¬ 
tional  divisions  would  either  have  to  be  provided 
by  the  United  States  and  Britain  or  else  recruited, 
as  some  have  proposed,  in  Western  Germany  or  in 
Spain  (General  Franco  has  22  divisions). 

The  sentiment  in  favor  of  including  Germans  in 
plans  for  the  defense  of  Western  Europe  has 
rapidly  increased  since  the  Korean  war,  even  in 
France,  where  previously  all  proposals  for  Ger¬ 
man  rearmament,  or  even  for  the  use  of  German 
factories  to  produce  armaments,  were  regarded  as 
anathema.  At  the  Council  of  Europe  Assembly  in 
Strasbourg  British  and  French  spokesmen,  notably 
Winston  Cburchill  and  the  French  Socialist  Andre 
Philip  vigorously  urged  the  inclusion  of  Germans 
in  a  Western  European  force.  Consideration  has 
also  been  given  by  tbe  Western  allies  to  the  pos¬ 
sibility  of  using  German  factories  for  the  pro¬ 
duction  of  war  materiel.  During  the  September 
conferences  of  the  Big  Three  and  the  Atlantic  pact 


( 

( 

c 

1 

t 

s 

t 

I 

r 

l 

n 


S: 

a 

ii 

a 


si 


i 


FOREIGN  POLICY  REPORTS  •  OCTOBER  I5,  I95O 


123 


j  jjiintries  at  the  Waldorf-Astoria  in  New  York,  it 
was  agreed  that  an  act  of  aggression  against  the 
i  W'est  German  state  would  be  regarded  as  an  attack 
;  on  the  United  States,  Britain  and  France,  and  that 
,  the  West  German  police  force  be  increased  and 
armed  as  a  counterweight  to  the  armed  police  force 
in  Eastern  Germany.  Britain  and  France,  however, 
raised  objections  to  Washington’s  proposal  for  the 
creation  of  German  military  units,  at  least  until 
their  own  defenses  had  been  strengthened. 

I  The  United  States  envisages  the  inclusion  of  Ger¬ 
man  units  in  a  European  army  under  a  single  com¬ 
mander.  In  its  August  7  memorandum  the  French 
government  had  proposed  a  unified  command. 
The  French  cabinet,  however,  was  apparently 
thinking  in  terms  of  a  collective  Atlantic  force,  in¬ 
cluding  the  United  States,  as  envisaged  at  the  May 
meeting  of  the  Atlantic  foreign  ministers,  and  not 
of  a  force  composed  of  Western  European  units 
only,  with  or  without  Germans. 

IS  GENERAL  WAR  IN  PROSPECT.^ 

Great  as  the  sacrifices  entailed  by  expanded  mili- 
.  tary  efforts  appear  to  the  European  nations,  they 
®  are  regarded  in  Washington  as  still  falling  short 
of  what  the  United  States  believes  necessary  to 
create  an  effective  bulwark  against  Russian  ag¬ 
gression  in  Western  Europe.  The  two  main  criti¬ 
cisms  voiced  by  American  experts  is  that  European 
plans  fail  to  provide  sufficient  manpower  and  rely 
too  heavily  on  large-scale  American  financial  as¬ 
sistance  as  a  precondition  for  an  increase  in  domes¬ 
tic  arms  production.  The  European  nations,  for  their 
part,  are  deeply  afTccted  by  the  realization  that  the 
manpower  losses  they  suffered  in  two  world  wars 
— losses  proportionately  far  in  excess  of  those  of 
the  United  States,  which  has  a  population  of  150 
million  as  compared  with  approximately  50  mil¬ 
lion  for  Britain  and  40  million  for  France — were 
so  great  that  they  cannot  afford  to  be  “bled  white” 
again  and  must  conserve  their  human  material  by 
increasing  the  use  of  modern  technical  equipment 
and  by  drawing  on  manpower  resources  from  out¬ 
side  the  continent. 

The  most  critical  issue  facing  the  Western 


European  nations,  as  well  as  the  United  States, 
is  how  to  proceed  in  the  most  effective  and  speedi¬ 
est  fashion  to  build  up  the  defensive  strength  of 
the  West,  first,  as  a  deterrent  to  war  and,  second, 
to  give  the  maximum  chance  of  success  if  aggres¬ 
sion  occurs.  The  Korean  conflict,  and  the  empha¬ 
sis  placed  by  Russian  spokesmen  in  Moscow  and 
Lake  Success  on  its  “civil  war”  character,  have 
convinced  some  observers  that  the  U.S.S.R.  re¬ 
mains  averse  to  engaging  in  an  all-out  war,  which 
would  have  disastrous  consequences  for  the  Rus¬ 
sian  economy,  still  in  the  throes  of  rehabilitation 
from  the  destruction  suffered  in  World  War  II. 
What  should  be  anticipated,  they  believe,  is  a 
series  of  internal  explosions  which  would  redound 
to  the  benefit  of  the  local  Communists  who  might 
seize  power  in  the  resulting  confusion.  If  this  is 
the  eventuality  that  must  be  faced,  it  is  then  asked, 
may  not  elaborate  armaments  designed  for  wars 
between  nations  prove  as  obsolete  as  the  Maginot 
Line?  And  may  not  the  European  nations,  in  the 
very  process  of  diverting  their  relatively  limited 
resources  of  manpower  and  materials  to  arma¬ 
ments,  so  reduce  living  standards  as  to  foster  popu¬ 
lar  dissatisfaction  which,  in  turn,  would  favor  the 
outbreak  of  civil  strife  and  thus  serve  what  are  as¬ 
sumed  to  be  the  aims  of  the  Kremlin?  And  if 
such  clashes  do  occur — in  France  Socialist  Min¬ 
ister  of  Defense  Jules  Moch  has  announced  that, 
parallel  to  plans  for  rearmament,  he  is  arranging 
for  elaborate  precautions  against  internal  uprisings 
— might  not  large  armed  armed  forces,  in  turn,  be 
used  for  seizure  of  power  either  by  the  Commu¬ 
nists  or  by  militant  opponents  of  communism  such 
as  the  followers  of  General  de  Gaulle,  thus  leaving 
the  democratic  nations  of  Euope  face  to  face  with 
at  grim  choice  between  one  form  of  extremism  or 
another  ? 

.These  questions,  which  understandably  haunt 
the  responsible  leaders  of  Western  European  gov¬ 
ernments,  cannot  be  adequately  answered  without 
an  analysis  of  the  economic  resources,  actual  and 
potential,  that  the  Atlantic  pact  nations  of  the 
ccintinent  now  have  at  their  disposal. 
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The  Economic  Picture 

BY  HOWARD  C.  GARY 

THE  world  crisis  precipitated  by  the  Korean  war 
has  focused  this  country’s  attention  on  Asian 
problems.  While  the  United  States  in  the  past  has 
too  often  muddled  along  with  an  inadequate  grasp 
of  the  history  and  social  structure  of  Asian  nations, 
it  would  be  a  mistake  to  permit  this  new  preoccu¬ 
pation  with  the  Far  East  to  obscure  the  fact  that 
the  vital  economic  strength  of  the  democratic 
world  lies  in  the  Western  European  nations. 

It  is  conceivable  that  the  vortex  of  Asian  politics 
may  draw  the  United  States  into  another  world 
war,  but  it  is  not  likely  that  this  country  alone — 
without  the  human  and  physical  resources  of  the 
other  Atlantic  pact  signatories — can  effectively,  let 
alone  easily,  defend  world  freedom.  This  key  role 
of  the  North  Atlantic  coalition  makes  it  important 
to  reassess  realistically  the  actual  and  potential 
economic  contributions  the  participating  nations 
can  make  to  the  antitotalitarian  force.  Another 
economic  matter  calling  for  urgent  consideration 
is  the  possibility  that  a  European  arms  program, 
spurred  by  the  Korean  war,  may  seriously  retard 
the  completion  of  postwar  reconstruction  as  well 
as  effect  a  reduction  in  the  social  service  programs 
of  most  nations. 

The  need  today  to  mobilize  for  defense  and  the 
comparative  figures  on  American  and  British 
mobilization  raise  an  important  question.  Is  there 
a  maximum  economic  contribution  or  mobilization 
for  defense  that  a  country  cannot  exceed?  This 
question  of  a  theoretical  maximum  is  closely  akin 
to  the  attempt  to  find  a  limit  to  the  amount  of 
foreign  economic  assistance  that  a  nation  can  un¬ 
dertake.  In  both  cases  the  same  principle  applies. 
There  is  no  factor  limiting  absolutely  the  portion 
of  national  output  going  for  defense  or  the  amount 
that  can  be  sent  abroad  as  economic  aid.  National 
income  is  disposed  of  either  in  consumption  or  in 
savings  activities.  In  times  of  crisis,  especially,  the 
government  attempts  to  activate  savings  by  in¬ 
creasing  tax  rates  and  expanding  bond  drives.  The 
crucial  variable  then  is  the  minimum  level  of  con¬ 
sumption  which  a  nation  can  accept  without  po¬ 
litical  and  social  upheavals.  For,  naturally,  the  less 
inroads  that  consumption  activities  make  on  na¬ 
tional  output,  the  greater  is  the  proportion  of  that 
output  which  can  be  devoted  to  a  defense  effort. 
A  country’s  capacity  for  economic  warfare  is  de¬ 
termined  by  its  existing  stock  of  resources,  both 
human  and  material.  The  nations  whose  stocks  are 
slight,  as  in  the  underdeveloped  areas,  frequently 
are  unable  to  meet  minimum  consumption  re¬ 
quirements,  and  their  capacity  to  wage  war  is  prac¬ 


tically  nil.  Nations  with  substantial  capital  re¬ 
sources  but  which  have  had  to  forego  maintenance 
and  expansion  find  their  economic  capacity  tem¬ 
porarily  circumscribed — as  in  Britain’s  case — by  the 
need  to  rationalize  industry.  The  United  States,  on 
the  other  hand,  finds  itself  with  an  expanding  and 
efficient  productive  apparatus  and  can  undertake 
a  vigorous  economic  mobilization  and  yet  make 
comparatively  mild  demands  on  its  citizens.  It  is 
for  this  reason  that  no  other  nation  can  match  the 
potential  American  economic  and  military  con¬ 
tributions  to  the  democratic  forces,  either  in  terms 
of  absolute  quantities  or  in  the  percentage  of  na¬ 
tional  income  spent  on  defense.  When  Britain  in 
its  August  2  defense  memorandum  to  the  United 
States  stated  that  its  defense  outlay,  increased  by 
45  per  cent  as  a  result  of  the  aggression  in  Korea, 
approximated  lo  per  cent  of  national  income,  it 
was  an  attempt  to  indicate  that  Britain  appreci¬ 
ates  the  urgency  of  the  new  crisis  and  is  putting 
its  contribution  on  a  par,  percentage-wise,  with 
the  United  States.  Similarly,  France’s  reply  to  the 
.Vmerican  request  for  information  on  defense  ex¬ 
penditures  stated  that  the  post-Korean  i8  per  cent 
increase  in  military  outlay  brought  their  war 
budget  up  to  8.2  per  cent  of  national  income.  Both 
the  nations  requested  continued  American  aid  if 
the  defense  effort  is  not  to  falter.* 

POTENTIAL  ECONOMIC 
CONTRIBUTIONS 

Of  the  ten  European  signatories  of  the  Atlantic 
pact  only  Britain  and  France  can  be  expected  to 
provide  substantial  aid.  The  other  nations — the  L 
Benelux  countries,  Italy,  Norway,  Denmark,  Ice-  [ 
land  and  Portugal — can  make  but  limited  con-  I 
tributions  because  their  economic  systems  are  not  ! 
nearly  so  productive  as  those  of  Britain  and  France. 
While  Western  Germany  may  be  a  source  of 
economic  strength,  the  unsettled  conditions  in  that 
nation  make  it  unlikely  that  too  great  reliance  will 
be  placed  on  its  potential  contribution.  A  nation  so 
new  to  the  family  of  democratic  states  can  hardly 
be  expected  to  be  an  arsenal  of  and  for  freedom. 
The  following  table^  of  European  industrial  pro¬ 
duction  in  1938  makes  it  clear  that  Britain  and 
France  are  the  only  Atlantic  pact  nations  with  a 
significant  economic  potential: 

1.  The  texts  of  the  British  and  French  defense  memoranda  can- 
be  found  in  The  Kew  Yor/^  Times  of  August  4  and  August  8, 
1950,  respectively. 

2.  UN  Economic  Commission  for  Europe,  Research  and  Plan¬ 

ning  Division,  Economic  Survey  of  Europe  in  1949  (Geneva, 
UN  Department  of  Economic  Affairs,  1950),  p.  3.  ; 
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Relative  net  value  of 

Country 

production  in  1938 

Austria 

1-5 

Belgium 

3-2 

Bulgaria 

0.2 

Czechoslovakia 

3*4 

Denmark 

1.2 

Finland 

0.5 

France 

12.2 

Germany — West 

21.6 

— East 

8.3 

Greece 

0.7 

Ireland 

0.4 

Italy 

7.0 

Netherlands 

2.6 

Norway 

0.9 

Poland 

2.7 

Spain 

2,9 

Sweden 

2.9 

UK 

25.8 

Total: 

Including  Germany 

100.0 

Excluding  Germany 

70.1 

BRITISH  ECONOMY 

Britain’s  economic  position  must  be  considered 
in  the  light  of  the  changes  wrought  in  its  world 
position  by  World  War  II.  The  immediate  post¬ 
war  situation  in  Britain  as  regards  capital  deple¬ 
tion,  long-run  neglect  of  consumer-goods  output 
-  and  loss  of  income  sources  and  gold  and  foreign 
exchange  reserves  is  well  known.^  The  current 
I  figures  on  national  income  are  deceptive.  National 
income  in  1949  was  ^^10,420  million  as  compared 
with  a  figure  of  ;^4,692  million  in  1938.  This  in¬ 
crease  reflects,  in  part,  the  tremendous  price  rise 
that  occurred  in  the  interim,  since  national  income 

Iis  calculated  at  factor  cost.  It  also  indicates  that 
Britain  is  working  feverishly  to  rationalize  an 
economy  that  suffered  from  prewar  neglect  of 
capital  equipment  and  from  war  destruction. 

Despite  the  fact  that  the  level  of  industrial  pro¬ 
duction  generally  exceeds  1938  levels  and  despite 
substantial  gains  in  the  production  of  pig  iron,  ferro¬ 
alloys  and  crude  steel  and  in  the  production  and 
consumption  of  finished  steel,  it  would  be  mislead¬ 
ing  to  suggest  that  the  economy  is  stronger  now 
than  it  was  in  1938.  The  building  industry  is  still 
substantially  below  1938  levels.  If  1938  is  used  as 
a  base  year  equal  to  100,  the  figures  for  1947,  ’48 
and  ’49  would  be  respectively  78,  85,  and  89. 
While  the  textile  industry  is  at  prewar  levels,  it 
was  only  in  1949  that  1938  levels  were  exceeded 

T  For  a  concise  account  of  the  problems  confronting  the 
British  Labor  party  see  William  W.  Wade,  “Testing  Time  for 
Britain,”  Forfign  Policy  Reports,  Vol.  XXVI,  No.  4  (May  i. 


and  then  only  by  2  per  cent.  When  one  considers 
that  the  purchase  tax  effectively  reserves  a  great 
part  of  textile  output  for  the  export  market  and 
the  low  priority  accorded  nonmilitary  textile  pro¬ 
duction  during  the  war,  it  is  clear  that  Britain  has 
a  long  way  to  go  before  reaching  its  prewar  status. 
Two-fifths  of  every  dollar  of  taxes  collected  by  the 
British  government  before  the  Korean  war  went 
for  social  services,  including  education,  housing, 
health  and  food  subsidies.  (Dne-fifth  went  for  de¬ 
fense,  while  somewhat  over  10  per  cent  (13  cents) 
was  needed  to  service  the  debt.  The  balance  went 
into  capital  investment  and  normal  governmental 
functions,  such  as  the  conduct  of  foreign  rela¬ 
tions.'*  The  following  table  listing  comparative 
statistics  on  the  allocation  of  national  income 
within  Britain  is  particularly  revealing: 


UK 

PC 

GC 

G  CapF 

ID 

NCF 

BP 

NNI 

1938 

79 

15 

17 

9 

8 

— 2 

100 

1949 

69 

20 

22 

II 

II 

100 

(The  titles  for  the  above  letters  are  as  follows: 
United  Kingdom,  Personal  Consumption,  Govern¬ 
ment  Consumption,  Gross  Capital  Formation,  less 
Depreciation,  Net  Capital  Formation,  Balance  of 
Payments  and  Net  National  Income.’) 

Clearly  there  is  not  much  margin  for  reducing 
the  volume  of  consumption.  After  ten  years  of 
austerity,  absolute  consumption  remains  below  the 
prewar  level.  As  noted  above,  the  margin  for  an  ex¬ 
panded  war  effort  lies  in  the  government’s  ability 
to  depress  the  volume  of  consumption. 

It  is  clear  from  this  brief  statistical  survey  of  the 
British  economy  that  reconstruction,  although  pro¬ 
ceeding  vigorously,  is  far  from  complete.  Any 
substantial  increase  in  defense  expenditures  is 
bound  to  involve  a  reduction  in  the  social  services. 
Since  Britain  is  just  emerging  from  a  decade  of 
economic  hardship,  it  is  not  likely  that  anything 
short  of  actual  involvement  in  another  war  can 
overcome  the  grumbling  and  discontent  that  would 
arise  if  the  welfare  state  was  turned  into  a  military 
state.  Even  if  spurred  by  another  war,  it  is  a  moot 
question  whether  the  heroic  British  people  could 
fince  again  summon  the  stamina  and  tenaciousness 
needed  to  undergo  the  privations  that  a  third,  and 
possibly  atomic,  war  would  bring. 

The  following  observations  by  an  agency  of  the 
British  government  furnish  a  clear  statement  of 
the  implications  of  a  new  defense  effort: 

“The  new  program  does  not  mean  that  Britain 
is  now  switching  to  the  kind  of  war  economy 

4.  British  Economic  Record  (issued  semimonthly  by  the  Brit¬ 
ish  Information  Services,  New  York),  April  30,  1950. 

5.  Economic  Survey  of  Europe  in  1949,  op.  cit.,  p.  23. 
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adopted  for  World  War  II.  That  is  not  considered 
to  be  required  by  the  present  situation,  and  it 
would  mean  such  a  fundamental  upheaval  in  the 
economic  structure  as  to  jeopardize  most  seriously 
the  country’s  recovery.  This,  as  the  United  States 
Government  have  declared,  is  in  itself  a  vital  ele¬ 
ment  of  defense.  It  is  not  intended,  therefore,  that 
there  shall  be  a  direction  of  labor  or  requisitioning 
of  factories.  It  is  clear,  however,  that  a  very  sub¬ 
stantial  section  of  the  labor  force  will  have  to 
switch  its  efforts  from  the  civil  to  defense  produc¬ 
tion.  This  will  entail  sacrifices  by  the  people  of 
Britain  who  will  have  to  forego  some  of  the  bene¬ 
fits  which,  as  the  result  of  the  country’s  recovery, 
they  had  recently  begun  to  feel,  and  it  will  also 
effect  Britain’s  export  production,  with  a  resultant 
effect  on  her  balance  of  payments  position.”^ 

FRENCH  ECONOMY 

Americans  are  generally  better  informed  about 
the  British  economy  than  they  are  about  the 
French.  France  emerged  from  the  liberation  in 
1944  with  an  industrial  output  that  was  only  20 
per  cent  of  the  prewar  figure.  As  was  the  case  with 
Britain,  the  prewar  French  economy  was  charac¬ 
terized  by  neglect  of  plant  and  undue  caution  in 
matters  of  economic  policy.  The  outstanding  in¬ 
dicator  of  French  economic  weakness  has  been 
the  comparatively  low  productivity  per  individual 
worker.  The  figures  on  coal  output  reveal  that  the 
individual  French  miner  was  about  half  as  pro¬ 
ductive  as  the  German,  somewhat  more  than  half 
as  efficient  as  the  British  miner  and  only  one-sixth 
as  productive  as  the  American  workers  in  the  coal 
mines.  In  1946  the  French,  aware  that  extraordi¬ 
nary  and  unusual  measures  were  needed  to  cope 
with  their  economic  problems,  set  up  the  Com¬ 
missariat  General  dtt  Plan  de  Modernisation  et 
d'Eqiiipement,  headed  by  Jean  Monnet,  to  devise 
and  effectuate  a  four-year  program  of  industrial 
modernization.  Agricultural  machinery  production 
was  to  be  increased  by  27  per  cent  over  1938; 
building  materials,  40  per  cent;  mining,  13  per 
cent;  transportation,  57  per  cent;  and  steel,  46  per 
cent.  The  over-all  increase  in  national  output  was 
to  be  30  per  cent  over  1938  levels.  To  date  the 
Monnet  plan  has  exceeded  expectations  and  is 
largely  responsible  for  the  tremendous  gains  made 
by  the  French  economy. 

By  the  middle  of  1949  industrial  production 
was  29  per  cent  higher  than  in  1938,  with  steel 
and  electricity  output  showing  important  ad- 

6.  British  Economic  Record,  op.  cit.,  August  15,  1950. 


vances.’  But  again  it  would  be  hazardous  to  re¬ 
gard  France  as  an  economically  strong  comrade 
in  arms.  The  output  of  all  consumer  goods  in 
1948  (in  terms  of  1938  prices)  was  33  billion  francs 
less  than  the  1938  total.  Housing  was  still  3  billion 
francs  below  the  1938  levels,  thus  revealing  that 
the  wartime  damage  to  housing  in  France  was 
far  from  overcome.  The  production  of  capital 
goods  was  the  point  of  greatest  concentration,  and 
here  the  Monnet  plan  achieved,  as  compared  with 
1938,  an  increase  of  18  billion  francs.  Arms  pro¬ 
duction  had  decreased  by  5  billion  francs,  and 
government  services  had  increased  by  10  billion 
francs — again  in  relation  to  1938  figures.  The  de¬ 
crease  in  the  output  of  consumer  goods  explains 
the  fact  that  consumption  of  food,  housing  serv¬ 
ices,  clothing  had  still  not  attained  1938  levels. 
Despite  the  increase  in  the  output  of  the  basic  in¬ 
dustries,  low  productivity  continues  to  plague  the 
economy. 

If  the  figures  on  individual  productivity  in  the 
years  1935-38  are  used  as  too,  the  indices  for  1947, 
1948,  and  1949  respectively  are  84,  95  and  102. 
France  has  thus  barely  surpassed  its  former  posi¬ 
tion,  which  was  not  by  any  means  an  eminent 
one.  Despite  the  fact  that  the  French  level  of  pro¬ 
duction  is  second  only  to  that  of  Britain  in  Europe 
(Germany  excluded),  in  the  matter  of  produc¬ 
tivity  per  worker  France  comes  after  Britain, 
Sweden,  Poland,  Ireland,  Finland  and  Czechoslo¬ 
vakia.  It  is  clear  that  in  France  the  tremendous 
volume  of  investment  sought  by  the  planners  leaves 
very  little  leeway  for  increased  military  spending 
unless  reconstruction  is  to  be  seriously  retarded 
and  hard-won  rises  in  the  standard  of  living  are 
to  he  sacrificed.  Le  Figaro,  right-wing  Paris  news¬ 
paper,  had  the  following  to  say  about  this  problem : 

“It  is  beyond  question  that  one  of  the  purposes 
of  the  Korean  aggression  was  to  ruin  the  restora¬ 
tion  of  non-Communist  Europe,  to  prevent  the 
accomplishment  of  its  task  of  social  justice.  The 
threatened  countries  are  forced  to  carry  out  quickly 
an  effort  of  rearmament  that  excludes  the  efforts 
of  reconstruction  and  of  social  reorganization.  It 
is  impossible  to  forge  a  shield  and  at  the  same 
time  to  improve  the  conditions  of  those — and  they 
are  many — whose  situation  demands  improve- 
ment.”** 

The  other  Atlantic  pact  signatories  are  not  likely 
to  contribute  very  much,  production-wise,  in  the 

7.  Commissariat  GcntTal  du  Plan  de  Modernisation  et  d’Equipc- 
ment,  Etat  des  Operations  du  Plan  de  Modernisation  et  d’Eqtiipe- 
ment  (Paris,  Decembre  1949). 

8.  Cited  in  Percy  Winner,  “Outside  America,”  "New  Republic 
(August  14,  1950),  p.  10. 
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Struggle  against  aggression.  Industrial  production 
in  Belgium  by  April  1950  had  climbed  to  but  96 
per  cent  of  the  1937  level.  Belgium’s  problems  are 
complex  and  have  hindered  the  most  efficient  use 
of  that  country’s  resources.  They  result  from  a 
compounding  of  internal  political  strife  and  do¬ 
mestic  unemployment,  at  least  partly  attributable 
to  the  trade  policies  of  its  neighbors,  plus  the  need 
to  make  up  for  war  destruction  and  occupation 
damages.  Substantial  progress  has  been  made  in 
the  Netherlands  in  both  industry  and  agriculture. 
However,  this  is  a  small  nation,  without  much 
heavy  industry,  which,  like  France,  has  been 
plagued  by  low  levels  of  individual  productivity 
accounted  for  either  by  the  small  amount  of  capi¬ 
tal  equipment  per  worker,  the  relative  disrepair 
of  existing  capital  equipment  or  both.  Luxem¬ 
bourg  is  also  a  small  nation,  although  it  does  have 
a  modest  steel  industry.  To  the  Atlantic  coalition 
Luxembourg  was  more  important  as  a  symbol  of 
world  opinion  rather  than  as  a  source  of  economic 
strength.  Italy  has  made  a  good  economic  recov¬ 
ery,  has  surpassed  1938  figures  for  industrial  pro¬ 
duction  and  is  nearly  up  to  the  1938  standard  in 
agricultural  produce.  Political  strife,  chronic  un¬ 
employment  and  overpopulation,  and  a  tremendous 
inflation  suggest,  however,  that  Italy  may  not 
prove  a  strong  bulwark  of  economic  support.  Nor¬ 
way,  Denmark,  Iceland  and  Portugal  are  all  im¬ 
portant  strategic  areas.  Their  adherence  to  the  At¬ 
lantic  pact  is  also  a  matter  of  ideological  and  politi¬ 
cal  importance.  Their  limited  economic  resources, 
however,  make  it  impossible  for  them  to  make 
substantial  contributions  to  the  defense  of  ihe  free 
world. 

A  brief  survey  of  European  nations  thus  reveals 
that  five  years  after  Germany’s  surrender  the 
destruction  wreaked  by  the  Nazis  has  still  not 
been  erased.  Prewar  figures  on  output  will  have 
to  be  exceeded  for  several  years  before  former 
economic  strength  is  restored.  Even  then,  with 
material  recovery  achieved,  the  sociologist  and  the 
politician  will  still  be  left  to  decide  if  the  human 
scars  have  healed  sufficiently  to  permit  Western 
European  nations  to  marshal  their  strength  for  a 
war  economy. 


ATTEMPTS  AT  INTEGRATION 


The  total  of  potential  economic  contributions 
of  the  pact  nations  is  not  to  be  found  by  merely 
summing  up  the  strength  of  the  individual  coun¬ 
tries.  Various  plans  and  techniques  which  seek  to 
further  the  cause  of  European  integration  would, 
if  successful,  result  in  a  more  rational  allocation  of 
resources  of  the  continent  and  thereby  permit  the 


total  economic  strength  of  Europe  to  exceed  the 
sum  of  its  individual  components.  The  most  im¬ 
portant  plans  to  date  are  the  Schuman  plan,  the 
European  Payments  Union,  the  Stikker  plan  and 
the  Pella  plan. 

The  Schuman  plan,  announced  on  May  9,  has 
been  widely  discussed  and  analyzed.^  This  bold 
French  proposal  would  set  up  a  supranational  au¬ 
thority  to  administer  the  coal  and  steel  resources 
of  France,  Germany  and  any  other  nations  that 
care  to  join.  However,  it  has  struck  a  snag  in  the 
negotiations  stage.  The  British  are  fearful  of  the 
decisions  the  proposed  authority  might  make  about 
national  economies,  and  Labor  and  Conservative 
spokesman  alike  have  suggested  that  a  veto  power 
of  some  kind  should  be  delegated  to  a  national 
body.  Despite  Foreign  Minister  Robert  Schuman’s 
assurance  in  Paris  on  August  19  that  the  high  au¬ 
thority  would  have  “safety  locks,”  it  would  appear 
that  British  reluctance  is  not  merely  hindering 
the  realization  of  the  plan  but  is  actually  respon¬ 
sible  for  raising  queries  and  uncertainties  in  the 
minds  of  national  leaders  heretofore  enthusiastic. 
Should  the  plan  be  put  into  practice,  it  would 
mean  that  relatively  small  areas,  such  as  the  Saar 
and  Luxembourg,  would  have  added  importance, 
and  estimates  of  the  European  steel  potential  would 
have  to  be  revised  sharply  upward. 

The  European  Payments  Union,  which  has  just 
begun  operations,  is  a  more  complex  and  technical 
proposal  designed  to  free  intra-European  trade 
and  payments  and  eventually  facilitate  the  transi¬ 
tion  to  a  world  system  of  multilateral  trade  and 
payments.  Using  a  system  similar  to  an  ordinary 
clearing  house,  the  Union  will  cancel  trade  debits 
and  credits  and  will  enable  each  nation  to  emerge 
either  as  net  debtor  or  net  creditor  on  current  Eu¬ 
ropean  account.  A  flexible  system  has  been  ar¬ 
ranged  whereby  debtors  may  obtain  a  line  of  credit 
from  the  Union.  In  addition,  provisions  have  been 
made  for  debtors  to  meet  part  of  their  obligations 
in  gold  or  dollars  and  for  creditors  to  receive  pay¬ 
ment  only  partly  in  gold  or  dollars.  This  arrange¬ 
ment,  it  is  hoped,  will  foster  reasonably  balanced 
trade.  The  requirement  of  debtors  to  part  with 
reserves  should  stimulate  them  to  avoid  unneces¬ 
sary  import  surpluses  financed  by  extraordinary 
foreign  aid.  The  fact  that  creditors  will  receive 
only  part  payment  for  their  export  surplus  in  hard 
international  currency  will  induce  them,  it  is 

9.  See  Vera  Micheles  Dean,  “Will  Schuman  Plan  Contain 
Revived  Germany?”  Foreign  Policy  Bulletin,  Vol.  XXIX,  No. 
34  (June  2,  1950)  and  Howard  C.  Gary,  “French  Steel  Plan 
Of>ens  Debate  on  Europe's  Economy,”  Foreign  Policy  Bulletin, 
Vol.  XXIX,  No.  32  (May  19,  1950). 
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hoped,  to  seek  a  lesser  imbalance  in  their  interna¬ 
tional  accounts. 

The  Stikker  plan’®  is  a  28-point  plan,  formu¬ 
lated  by  the  political  conciliator  of  the  Marshall 
plan  nations.  Dr.  Dirk  Stikker  of  the  Netherlands. 
The  particular  contribution  of  the  Netherlands 
plan  is  that  it  attempts  to  set  up  a  European  In¬ 
tegration  Fund.  Integration,  according  to  Dr. 
Stikker,  is  neither  simple  nor  easy.  The  Organiza¬ 
tion  for  European  Economic  Cooperation  decision 
of  January  31,  1950  to  liberalize  60  per  cent  of  the 
trade  of  the  participating  countries  as  soon  as  the 
European  Payments  Union  comes  into  force  and  to 
increase  this  to  75  per  cent  by  December  31,  1950 
will  present  many  difficulties — as  is  the  case  with 
most  abrupt  economic  transitions.  The  proposed 
fund — no  suggestions  for  determining  quotas  were 
made  by  the  Netherlands  government  —  would 
facilitate  industrial  shifts,  changeovers  and  ration¬ 
alization  and  thus  in  a  sense  would  socialize  the 
cost  of  a  transition  which,  when  completed  would 
mean  higher  standards  of  living  for  all  Europeans. 
The  plan  is  unassailable  from  the  point  of  view  of 
economic  logic  and  fairness.  It  would  certainly 
facilitate  integration,  but  it  does  not  appear  to  be 
exactly  the  instrument  that  the  situation  calls  for. 
It  assumes  an  agreement  to  integrate,  whereas  the 
prime  difficulty  is  the  need  to  reconcile  various 
national  interests  to  any  scheme  that  impinges  on 
national  economic  sovereignty.  As  a  result  of  the 
Schuman  initiative,  it  is  now  clear  that  any  signifi¬ 
cant  attempt  at  integration  will  require  some  sac¬ 
rifice  of  national  sovereignty. 

The  Pella  plan,”  presented  to  the  OEEC  on 
July  TO  by  Italian  Finance  Minister  Giuseppe  Pella, 
is  complementary  to  the  Stikker  plan.  The  essence 
of  the  Italian  proposal  is  a  preferential  tariff 
agreement  among  the  Western  European  coun¬ 
tries,  with  the  consent  of  the  United  States.  Along 
with  measures  designed  to  reduce  tariffs,  the  plan 
envisages  concerted  drives  to  solve  major  economic 
problems — and  in  Italy’s  case  that  is  overpopula¬ 
tion.  This  plan  goes  along  with  the  Dutch  pro¬ 
posal  in  urging  the  formation  of  a  European  In¬ 
tegration  Fund.  French  Finance  Minister  Maurice 
Petsche  suggests  the  fund  develop  into  a  European 
Investments  Bank  and  that  it  undertake  investment 
activities  on  a  positive,  forward-looking  basis  rather 

10.  Press  Release  from  the  Netherlands  Information  Bureau 
(New  York),  June  14,  1950. 

11.  Monthly  Economic  Review  (Paris,  New  York  Herald 
Tribune,  European  Edition),  July  10,  1950. 


than  preoccupy  itself  with  providing  indemnities. 
The  French  proposal  would  have  both  American 
as  well  as  European  capital  in  the  Bank. 

It  is  difficult  to  predict  which  of  these  various 
plans  will  eventually  be  tried  and  what  the  results 
will  be.  Clearly,  genuine  integration  could  sub¬ 
stantially  increase  the  total  contribution  that  West¬ 
ern  Europe  can  make  to  any  hot,  or  cold,  economic 
war.  Except  for  the  Schuman  plan,  however,  no 
other  device  gets  down  to  the  realities  which  di¬ 
vide  nations  and  make  it  difficult  to  effect  integra¬ 
tion.  Success  of  the  Schuman  plan  would  augur 
well  for  future  cooperative  undertakings.  Its  failure 
would  suggest  that  genuine  integration  remains  a 
prospect  for  the  future. 

CONCLUSIONS 

The  mobilization  of  an  economy  for  war — 
whether  hot  or  cold — always  involves  sacrificing, 
in  some  measure,  the  output  of  consumer  goods 
and  services.  The  remobilization  of  economic  sys¬ 
tems  that  still  show  the  scars  of  war  is  an  even 
more  difficult  and  onerous  task.  A  brief  appraisal 
of  the  current  status  of  the  economies  of  the  At¬ 
lantic  pact  nations  indicates  the  sacrifices  involved 
in  but  a  partial  economic  mobilization.  This  is 
not  surprising,  since  even  the  tremendously  virile 
American  economy,  in  deference  to  its  expanded 
defense  program,  has  found  it  necessary  to  com¬ 
promise  living  standards. 

It  would  be  a  mistake,  however,  to  conclude 
from  this  less-than-optimistic  analysis  that  the 
democratic  nations  are  inferior  in  economic  po¬ 
tential  to  the  nations  in  the  Soviet  bloc.’’  What  is 
clear  is  that  any  further  degree  of  economic  mo¬ 
bilization  on  the  part  of  the  Atlantic  pact  nations 
will  mean  a  retrenchment  in  their  postwar  effort 
to  build  viable  economies.  Understandably  the 
long-suffering  peoples  in  these  countries  will  not 
lightly  relinquish  their  expectations  for  social  serv¬ 
ices  and  additional  consumer  goods.  Should  inter¬ 
national  tensions  heighten  still  further,  only  the 
keenest  appreciation  on  their  part  of  the  vital 
issues  at  stake  will  enable  Western  Europe  to  make 
its  maximum,  though  limited,  economic  contribu¬ 
tion. 

12.  For  a  discussion  of  the  economic  situation  in  some  of  the 
satellite  states  see  Samuel  L.  Sharp  and  Laure  Metzger,  “Indus¬ 
try  and  Agriculture  in  Eastern  Europe,”  Parts  I  and  II,  Foreign 
Policy  Reports,  Vol.  XXVI,  Nos.  i  and  2  (March  15  and  April 
I,  1950).  A  Foreign  Policy  Report  to  be  published  next  year 
will  deal  with  the  economic  potential  of  the  U.S.S.R. 
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